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The purpose of this cost allocation plan is to summarize the methods and procedures that the  

 will use to allocate costs to various programs, grants, 

contracts, and agreements. 

The Uniform Guidance at 2 CFR Chapter 1 and Chapter 2, Parts 200,215,220,225 and 230 establishes the 

principles for determining direct and indirect costs to grants, contacts, and other agreements in 

federally-funded programs. 

General Approach for Direct and Shared Direct Costs 

All costs included in this plan are properly allocable to on the basis of a beneficial or causal relationship 

between the expenses incurred and the agreements to which they are allocated in accordance with 

applicable Federal cost principles. 

A. All allowable direct costs are charged directly to programs and grants whenever possible. 

B. Allowable shared costs (those that benefit more than one program) are allocated to specific 

grants or programs using the basis most appropriate to the particular cost being allocated. 

Specific Approach for Various Cost Categories 

1) Personnel Costs 

a. Salaries and wages are charged directly to the program for which work has been 

performed and are supported with timesheets showing time distribution for each 

employee based on time spent on each program. 

b. Fringe benefits (FICA/Medicare/SUI, Vacation/Sick/General Leave, Health Insurance and 

Pension, and all other payroll-related benefits) are charged in the same manner as 

salaries and wages. 

2) Telephone - Charged directly to the program for which the cost was incurred, if identifiable. 

Costs that benefit more than one program will be allocated to those programs based on the ratio of 

each program's personnel cost to the total of the involved programs' personnel costs. 

3) Participant Training - Charged directly to the program where the participants are enrolled. 

4) Vehicle Repair - Charged directly to the program for which the cost was incurred, if 

identifiable. Costs that benefit more than one program will be allocated to those programs based 

on the ratio of each program's personnel cost to the total of the involved programs' personnel costs. 

5) Fuel and Gas - Charged directly to the program for which the cost was incurred, if 

identifiable. Costs that benefit more than one program will be allocated to those programs based 

on the ratio of each program's personnel cost to the total of the involved programs' personnel costs. 
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6) Office Supplies - Charged based on usage. Expenses used for a specific program will be 

charged directly to that program. Costs that benefit more than one program will be allocated to 

those programs based on the ratio of each program's personnel cost to the total of the involved 

programs' personnel costs. 

7) Insurance - Insurance costs that are tied directly to each program are charged to the 

appropriate program. Costs that benefit more than one program will be allocated to those 

programs based on the ratio of each program's personnel cost to the total of the involved programs' 

personnel costs. 

8) Supportive Services - Charged directly to the program where the participants are enrolled. 

9) Equipment - depreciates equipment if the initial acquisition cost exceeds $5,000 

over a useful life of 3 years. Items below $5,000 are expensed in the current year. Depreciation 

cost or expense (if the item is below $5,000) for allowable equipment used solely by one program, 

Is charged directly to the program using the equipment. If more than one program uses the 

equipment, then the allocation of depreciation costs or the expense (if the item is below $5,000) 

will be based on the ratio each program's personnel cost to the total of the involved programs' 

personnel costs. 

10) Rent - Where the program has a dedicated facility to run the program the cost will be 

directly charged to the said program. 

11) Postage - Postage expenses are charged directly to programs to the extent possible. Costs 

that benefit more than one program will be allocated to those programs based on the ratio of each 

program's personnel cost to the total of the involved programs' personnel costs. 

12) Other Costs including travel, training, alarms, etc. - Where possible, costs are allocated 

directly to the program generating the cost. Costs that benefit more than one program will be 

allocated to those programs based on the ratio of each program's personnel cost to the total of the 

involved programs' personnel costs. 
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COST ALLOCATION PLAN 

Los Angeles County  
(Youth Jobs Grant) 

 
OVERVIEW 

 

As one of its financial management objectives,  strives 

to determine the actual costs of carrying out each of its program service and supporting activities. In this 

regard, it is the policy of to charge expenses to the appropriate category of program service or 

supporting activity. Expenses that serve multiple functions or are not readily identifiable with one 

function shall be allocated between functions whenever possible. Costs are charged to grants based on 

approved budgets by specific funding sources. As a general rule, incurs more costs than are 

reimbursable by its funding sources. Care is exercised to ensure that no funding source pays more than its 

fair and proportional share of costs.  

 

CHARGING OF COSTS TO FEDERAL, STATE AND LOCAL AWARDS 

It is the policy of  that only costs that are reasonable, allowable and allocable to a federal, state or 

local award shall be charged to that award directly or indirectly. All unallowable costs shall be 

appropriately segregated from allowable costs prior to submitting for reimbursement in order to assure 

that unallowable costs are not charged to federal, state or local awards. 

 

Segregating Unallowable From Allowable Costs 

 

The following steps shall be taken to identify and segregate costs that are allowable and unallowable with 

respect to each federal, state or local award: 

1. The budget and grant or contract for each award shall be reviewed for costs specifically allowable 

or unallowable. 

2. Finance and grant personnel shall be familiar with the allowability of costs provisions of OMB 

Circular A-122, "Cost Principles for Non-Profit Organizations," particularly: 

a. The list of specifically unallowable costs found in OMB Circular A-122 Attachment B 

(Selected Items of Cost), such as alcoholic beverages, bad debts, contributions, fines and 

penalties, lobbying, etc. 

b. Those costs requiring advance approval from federal, state and local agencies in order to 

be allowable in accordance with OMB Circular A-122 Attachment B, such as foreign 

travel, equipment purchases, etc. 

3. No costs shall be charged directly to any federal, state or local award until the cost has been 

determined to be allowable under the terms of the award and/or OMB Circular A-122. 

4. For each federal, state or local award, an appropriate set of general ledger accounts shall be 

established in the chart of accounts of AltaMed to reflect the categories of allowable costs 

identified in the award or the award budget. 

5. All items of miscellaneous income or credits, including the subsequent write-offs of un-cashed 

checks, rebates, refunds, and similar items, shall be reflected for grant accounting purposes as 

reductions in allowable expenditures if the credit relates to charges that were originally charged to 

a federal award or to an activity associated with a federal award. The reduction in expenditures 



shall be reflected in the year in which the credit is received (i.e. if the purchase that results in the 

credit took place in a prior period, the prior period shall not be amended for the credit.) 

 

Criteria for Allowability 

 

It is the policy of  that all costs must meet the following criteria in order to be treated as 

allowable direct or indirect costs under a federal, state or local award: 

 

1. The cost must be “reasonable” for the performance of the award, considering the following 

factors: 

a. Whether the cost is of a type that is generally considered as being necessary for the 

operation of the organization or the performance of the award; 

b. Restraints imposed by such factors as generally accepted sound business practices, arm’s 

length bargaining, federal and state laws and regulations, and the terms and conditions of 

the award; 

c. Whether the individuals concerned acted with prudence in the circumstances; 

d. Consistency with established policies and procedures of  deviations from which 

could unjustifiably increase the costs of the award. 

2. The cost must be “allocable” to an award by meeting one of the following criteria: 

 a. The cost is incurred specifically for a federal, state or local award; 

b. The cost benefits both the federal, state or local award and other work, and can be 

distributed in reasonable proportion to the benefits received; or 

c. The cost is necessary to the overall operation of the organization, but, where a direct 

relationship to any particular program or group of programs cannot be demonstrated. 

3. The cost must conform to any limitations or exclusions of OMB Circular A-122 or the federal, 

state or local award itself. 

4. Treatment of costs must be consistent with policies and procedures that apply to both federal, 

state or locally financed activities and other activities of . 

5. Costs must be consistently treated over time. 

6. The cost must be determined in accordance with generally accepted accounting principles. 

7. Costs may not be included as a cost of any other federal, state, or locally financed program in the 

current or prior periods. 

8. The cost must be adequately documented. 

 

Direct Costs 

 

Direct costs include those costs that are incurred specifically for one award.  identifies and 

charges these costs exclusively to each award or program.  These direct costs shall be charged to the 

appropriate function based upon underlying documentation. (Table A below describes  

 cost methodology based on the category of expenditures.) 

 

Expenditures 

Each invoice shall be coded with the appropriate account number (program/cost center) reflecting which 

function received direct benefit from the expenditure. Invoices and related support are approved by the 

appropriate function/department manager, reviewed by Accounts Payable and are subject to authorization 

limits prescribed by policies and procedures.   



Time and Labor Management  

Through  time and labor management system (“TLM”) electronic time sheets are submitted on a 

biweekly basis reflecting employees' efforts and which function/departments directly benefited from their 

effort. TLM system shall serve as the basis for charging salaries directly to federal, state, and 

local awards and non-federal functions.  Electronic timesheets are reviewed by employee and supervisor 

and approved  via the TLM system by both to attest for equitability. All approved time is imported from 

the TLM system to the payroll system on a bi-weekly basis for processing.  The Grant accountant reviews 

the salaries charged to programs when billing for reimbursement. 

 

Equipment Purchases 

Equipment purchased for exclusive use on a government award and reimbursed by a government agency 

shall be accounted for as a direct charge for reimbursement of that award and tagged as such. Such 

equipment shall be capitalized and depreciated if purchase meets capitalization policy. Subsequent 

depreciation shall not be charged to the grant/contract for purposes of reimbursement.  

 
Grant Billing 

Grant billing for expenditures incurred are billed on a monthly or quarterly basis as prescribed by the 

grant/contract agreement by the grant accountant. The Chief Financial Officer, Controller or Chief 

accountant reviews the invoice and related support for reasonableness prior to submission. 

 

Table A. 

 

Category Cost Allocation Methodology 

Salaries & Benefits  Direct Cost Method 

Supplies & Equipment  Direct Cost or FTE Method 

Utilities & Facilities  FTE Method 

Rent Expense FTE Method 

 

 

Indirect Costs 

 

Indirect costs are those costs that either benefit more than one program  (shared costs) or that are 

necessary for the overall operation of  (management and general costs).   

 

Shared cost or indirect cost include, but not limited to: 

a. Site specific cost that are allocated only to programs benefiting from the cost at the certain site 

(example - rent and utilities of a certain site location).   

b. Facilities cost that benefit all programs (program, management and general). 

c. Administrative cost such as Finance, Operations, Purchasing and Human Resources that benefit 

all programs. 

 

 CHART OF ACCOUNTS 

 

 utilizes a menu-driven chart of accounts.  The chart of accounts consists of 4 major segments.  

They are:  GL Account Number, Location, Program, and DFC Code. 

 



General Ledger Account Number – describes the type of transactions within expense, revenue, liability 

and/or asset accounts. 

 

Location Code – identifies the physical location where said activities take place.   has numerous 

different sites spread geographically throughout Southern California.   

 

Program Code - represents the Program (Cost Center) or Funding Source.   The chart of accounts is 

updated as new programs or funding sources are added or subtracted. 

  

DFC Code – stands for Department, Function, or Category.  DFC codes are used to further describe a 

transaction for a specific program.    

 

 COST ALLOCATION METHODOLOGY 

 

Direct Costs 

 

Whenever possible, costs identified with particular cost objectives are directly charged to that objective. 

These direct costs shall be charged to the appropriate  program based upon underlying 

documentation. For example, costs of payroll of employees working in certain programs are directly 

charged to those programs.  Using the chart of accounts, the salary is charged to the location code, 

program code, and as necessary DFC code. Also, specifically identifiable non-payroll costs associated 

with particular programs are charged directly such as professional services, supplies or client expenses. 

 

Directly Allocable Costs 

 

Certain costs are identified as split between two or more programs.  These costs are allocated directly on 

the invoice or other supporting documentation. For example, supplies purchased for a site location that 

benefits two or more specific programs will be directly allocable to those programs. 

 

Indirect Costs 

 

Indirect costs are administration expenses incurred for a common or joint objective which are not readily 

subject to treatment as a direct or directly allocable shared or joint cost and are necessary for the overall 

operation of  (management and general costs). Indirect cost is allocated based on  

overall indirect cost allocation policy and procedure. 
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